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| . PROCEDURAL HI STORY

On July 8, 1998, the New Hanpshire Public Utilities
Conmmi ssi on (Conmm ssion) issued an Order of Notice opening a docket to
address issues concerning unbundling and conpetition in the natural
gas industry, including, inter alia, rate design, upstream capacity
and storage, downstream capacity and services, transition/stranded
costs, obligation to serve, regulation, qualification and
registration of marketers, suppliers of |last resort, affiliate
transactions, systemreliability, recovery of societal costs,
residential and small commercial/industrial transportation,
transportation ternms and conditions, types of services provided by a
| ocal distribution conpany (LDC), consuner education and protection,
| egi sl ation/regul atory changes, and other issues relevant to natural

gas restructuring. The order directed interested parties to file
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witten recomendati ons on the objectives, procedures and met hodol ogy
to be enpl oyed for devel oping a record pertinent to gas restructuring
and conpetition.

EnergyNorth Natural Gas, Inc. (ENG), Northern Utilities,
Inc. (Northern), and the O fice of Consumer Advocate (OCA) having been
parties in the predecessor proceedi ng, Docket DE 98-037,
| nvestigation into Transportation Rates, were automatically granted
full Intervenor status. Tinely notices of intervention were received
from New Hanpshire Gas Corporation and New York State Electric and
Gas Corporation (NHGC/ NYSEG) (j oint petition), Enron Energy Services,
Inc. (Enron), City of Manchester, (Manchester), AlIl Energy Marketing
Conpany, LLC (All Energy), and Mai nePower (limted intervention).

Recommendati ons for developing a record were received from
OCA, ENG, Northern, NHGC/ NYSEG, and Manchester. On August 18, 1998,
pursuant to the Order of Notice, Conmm ssion Staff (Staff), ENG,

Nort hern, OCA, NHGC/ NYSEG, All Energy, and Enron conducted a technical
session to review the recomendati ons and devel op a conmon approach
to devel oping a record.

On August 26, 1998, a duly noticed Prehearing Conference
was held at the Commi ssion’s offices. As a prelimnary matter,
Comm ssi oner Geiger, presiding, granted all tinely requests for
intervention. Staff presented an outline of issues and
recommendati ons for Conmm ssion consideration, and a proposed
procedural schedul e establishing collaborative neeting dates for the
nmont hs of Septenber, October, Novenber and Decenber 1998.

Specifically, it was recomended: that the case be conducted as a
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col | aborative with Staff serving in a nediation role unless otherw se
petitioned, that the procedures submtted by ENG be adopted as a
framewor k for conducting the coll aborative unless otherw se
petitioned, that interimreports be provided at critical phases or
when m | estones had occurred, and that the use of custoner surveys
and focus groups be exam ned. |In addition, the Business and Industry
Associ ati on of New Hanmpshire (BIA) orally requested intervention
which was | ater submtted in witing.

On Septenber 14, 1998, the Conm ssion issued Order No.
23,018 adopting the recommended procedures and schedul e, noting “that
a col |l aborative approach is the nost preferable procedure for
devel oping a record”. Re Gas Restructuring 83 NH PUC 479, 480
(1998). In addition, the Order granted the late-filed intervention
request of BIA and extended the date for intervention to Septenber
24, 1998.

On Septenber 22, 1998, the New Hanpshire Governor’s O fice
of Energy and Community Services (GOECS) filed a petition to
intervene. On Septenber 23, 1998, Janmes T. Rodier (Rodier) filed a
petition to intervene. On Septenber 24, 1998, the New Hanpshire
Propane Coalition filed a petition to intervene. On COctober 5, 1998,
StatG | Energy, Inc. and Enserch Energy Services, Inc. (StatQl)
filed a joint petition to intervene out of tinme. On Novenmber 13,
1998, the Commi ssion granted all pending petitions for intervention.

On Novenber 3, 1998, the Comm ssion issued a Request for
Proposal (RFP) for a consultant to conduct focus groups and survey

residential and small business custonmers in New Hanpshire regarding
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the introduction of conpetition in the natural gas industry. On
Novenmber 13, 1998, the Commi ssion directed the parties to file
comments on the nmethodol ogy to be enployed to recover the costs
associated with the RFP. Comments were filed by OCA, ENG , Northern,
and NHGC/ NYSEG.

On January 6, 1999, the Governor and Council approved a
custonmer survey consulting contract, submtted by the Comm ssion on
Decenmber 22, 1998, between the Conm ssion and RKM Research and
Communi cati ons Associates (RKM. On January 19, 1999, the Comm ssion
advi sed the parties that the costs of the survey and other activities
performed by RKMin association with Gegory S. Franklin Associates
woul d be charged to ENGI and Northern in proportion to their
respective annual jurisdictional revenues in New Hanpshire.

On January 13, 1999, AGF Direct Gas Sal es and Servi cing,
Inc. (AGF) was added to the limted service |ist.

On April 20, 1999, RKMissued a final report entitled
Interest in Conpetition in the Natural Gas Industry (RKM Report)
based on data collected via focus groups and tel ephone surveys
conducted with residential and small commercial customers. The New
Hanpshire Gas Col | aborative (Collaborative)! was briefed on the RKM
Report on May 4, 1999 and the Conm ssion was briefed on May 7, 1999.

On May 14, 1999, Select Energy Inc.(Select) submtted a

petition to intervene as a |limted intervenor. On May 21, 1999, ENG

1The Col | aborative was open to, and consisted of, all
intervenors and Staff. Al Parties did not attend all neetings.
Utimately, the Report discussed below was filed by Collaborative
participants ENG, Northern, the OCA and Staff.
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submtted a response to Select’s petition for intervention indicating
concerns wi thout objecting to the petition. On My 24, 1999,
Ener gyEXPRESS, Inc. (EnergyEXPRESS) submtted a petition for limted
intervention. On June 1, 1999, Northern filed comments on Select’s
petition for intervention noting concerns w thout objecting to the
petition. On July 8, 1999 and July 9, 1999, the Conm ssion approved
the petitions for limted intervention of Select and Ener gyEXPRESS,
respectively.

On June 2, 1999, pursuant to Order No. 23,018, the
Col  aborative filed an interimreport with the Comm ssion. The
report detailed activities conducted to date, discussed the long term
outl ook for conpetition, and noted that it was anticipated that a
hearing woul d be held early in the year 2000. The report also
i ncluded a schedul e of activities for the future.

On Septenber 1, 1999, All Energy, EnergyEXPRESS, Statoil,
Enron, AGF, and TXU Energy Services, Inc. (TXU) filed a joint letter
indicating that, regrettably, they would no | onger be able to
participate in the collaborative process. The Marketers averred that
ENG’'s and Northern’s unwillingness to craft a programw th |ess than
100% mandat ory capacity assignnment, and their own |imted resources,
precipitated their decision to withdraw fromthe Col | aborati ve.

On January 4, 2000, pursuant to Order No. 23,018, the

Col | aborative submtted a brief progress report indicating that it
was near filing its final report to the Conmm ssion

On March 10, 2000, after 36 Coll aborative neetings over a
17 month period, Staff, ENG, Northern, and OCA (together the Joint
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Signatories) filed the New Hanpshire Gas Col | aborative Final Report
(Report) with the Comm ssion. The docunent included an historical
synopsis of the proceedi ng, recomendati ons for expanding conpetition
in the commercial and industrial sector, a nodel tariff for natural
gas delivery service, and proposed rules pertinent to the
regi stration and requirements of conpetitive natural gas suppliers
and aggregators, addressing all the issues raised in the O der of
Notice. The Report urged the Comm ssion to seek comment on the
recommendati ons and hold hearings on the nmerits. |In addition, the
Report identified an inportant timng issue with respect to
establishing a date to differentiate between existing transportation
custoners and potential mgrating custonmers, if the Comm ssion
approved the recomendati ons, regardi ng mandatory capacity
assignnment. The Report proposed that the date for identifying those
transportation custoners who woul d not be subject to mandatory
capacity assignnment be the date of the Order of Notice to be issued.

On March 14, 2000, the Comm ssion issued an Order of
Noti ce seeking coment on the Report by April 7, 2000, ordering that
any party seeking to intervene who is not already a party do so by
April 27, 2000, and scheduling a hearing on the merits for May 2 and
3, 2000. The issues included those previously enunerated as well as
the effective date, if any, for mandatory capacity assignnment for
transportation custoners.

Timely coments were filed individually by ENG, Northern,

GOECS, NHGC/ NYSEG, OCA, Staff and Ener gyEXPRESS and jointly by
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Amer ada Hess Corporation? AllEnergy, AGF, and TXU (collectively, the
Mar ket ers).

A hearing was held at the Comm ssion offices on May 2,
2000. The Joint Signatories presented a panel of witnesses in
support of the Report: Joseph A. Ferro, Director of Revenue
Devel opment for Northern and its parent, Bay State Gas Conpany;
Franci sco C. DaFonte, Director of Gas Control for Northern; Mark G
Savoi e, Manager of Regulatory Affairs for ENG ; Donald E. Carroll
Vi ce-President of Gas Supply for ENG; Kenneth E. Traum OCA Fi nance
Director; and Robert F. Egan, Conmmi ssion Utility Analyst. While no
ot her witnesses testified in favor or opposition to the Report, M.
Kroll made a statement on behalf of GOECS, as did M. Rodier on
behal f of AGF.

2On March 31, 2000, Anmerada Hess Corporation purchased
100% of the outstanding stock of Statoil, a party to this
docket .
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1. POSITIONS OF THE PARTI ES AND STAFF

1. New Hanpshire Gas Col | aborative Final Report (Report)
On March 10, 2000, the Joint Signatories filed a

Report with the Conmmi ssion containing recommendati ons for
expandi ng conpetition to Comrercial and Industrial (C&l)
natural gas custoners. Individual coments of the Joint
Signatories are provided below. Specifically, the Report’s
recommendati ons stated that the Comm ssion shoul d:

a. Provide all firm C& natural gas custoners with an
expanded opportunity to choose a supplier for the
gas commodity conponent of their service by
approving the attached Model Delivery Tariff;

b. | rpl enment conpetition for C& natural gas custoners
wi t hout shifting costs to residential custoners;

cC. Conduct a consumer education canpai gn as soon as
practical following the date of a final order in
this proceeding in order to ensure that C& natural
gas custoners are fully informed and have reasonabl e
expect ati ons about delivery service;

d. Eval uate the desirability of restructuring natural
gas service to the residential sector at a later
dat e based on experience gained in the C& market;
and

e. Promul gate Comm ssion rules governing supplier and
aggregat or registration and supplier conduct as well

as transacti ons between LDCs and their affiliates.
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In addition to the recommendati ons, the Report

provi ded an historical overview of the Collaborative process

and a di scussion of several issues which can be summari zed as

foll ows:

(1)

(2)

Model Delivery Tariff

The Joint Signatories stated that the proposed Mde
Delivery Tariff wll facilitate increased
conpetition for C& natural gas custoners by

of fering new services, in particular, non-daily
nmetered service. (In the Report, this phrase refers
to transportation service using existing neters read
once a nonth (or less frequently), rather than
having to install a nmeter capable of being read on a
daily basis.) 1In addition, the Mddel Delivery
Tariff is consistent with national business rules
and standards, and provides all of the necessary

tools to inplenent a conpetitive market.

Capacity Assi gnnment

The Joint Signatories noted that the nost
contentious policy issue which divided the

Col | aborative participants was mandatory assi gnment
of capacity to mgrating sales custoners. The Joint
Signatories stated that, after extensive discussion,
mandat ory capacity assignment was chosen at this

time for reliability considerations. |In addition,
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t he Report recommended that the date of the next
Order of Notice® in this proceeding be set as the
dat e which delineates which delivery custonmers would
be exenpt from mandatory capacity assignnent.

(3) Integration of Existing LDC Tariffs
The Joint Signatories noted that each utility would
have to integrate the Model Delivery Tariff with
their existing tariffs. Also, due to unique
operational characteristics, each LDC may have to
file variations to the Model Delivery Tariff in
order to address conpany specific situations.

(4) Proposed Procedural Schedul e
The Report included a proposed procedural schedul e
whi ch provided for a six nonth period between the
final order and actual inplenmentation of conpetitive
service in order to inplenment a consumer education
program design and test electronic data interchange
prograns, and refine internal capacity assignnent
and al gorithm procedures.

(5) Rate Redesign
The report noted the intentions of the LDCs to file
revenue neutral rate redesign cases in the near

future. The Joint Signatories indicated that rate

31.e. March 14, 2000.
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redesign is a necessary precursor to inplenentation
of the Model Delivery Tariff.
2. Comments of Northern Utilities, Inc.

M. Ferro testified that the unbundling structure
described in the Report creates an opportunity for certain benefits.
First, through the application of non-daily netered service, supplier
choi ce should becone a nore viable option for all customers in
general, and small use custonmers, with heat-sensitive load, in
particul ar. Second, the Mddel Delivery Tariff establishes a
structure for allocating and assigning the LDCs' capacity resources,
bot h upstream and on-system such that they are available to serve
all custonmers. In doing so, reliability is ensured and the
associ ated costs related to capacity resources are not unfairly borne
by any one group of custonmers. Third, the Model Delivery Tariff
provi des for uniform provisions anong the LDCs in New Hanpshire, and
are quite simlar to the provisions in the nodel terns and conditions
that are about to be adopted or inplenented in Massachusetts. This
allows for a great deal of standardization in the provisions that
woul d facilitate custoner choice, and, in turn, should allow for
mar keters to nore effectively conduct business in the State of New
Hanmpshire, in the Commonweal th of Massachusetts and throughout the
region. Finally, existing industrial customers who are now taking
unbundl ed service could continue enjoying those savings under the
sane econom c rules as prior to these provisions. These benefits are

created while maintaining reliability of gas supply service to New
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Hanpshire and avoi ding any kind of cost shifting frommgrating
custoners to those custoners who choose to stay with the LDC

3. Comments of EnergyNorth Natural Gas, Inc.

M. Savoie testified that the Report recommendati ons
wi Il ensure that the LDCs continue to provide a high I evel of
service reliability to custonmers at the | owest possible cost. The
restructuring plan, as provided for in the Report, provides for nore
econom cal conpetitive natural gas supplies to custoners who
currently have that choice, nanely C& natural gas custoners. It
expands that choice by not making the daily metering requirenment
option the only option, i.e., that a custonmer could also opt to keep
their current neter and not incur the additional costs of a daily
meter. ENG believes that there will be some increased conpetition,
despite the Marketers’ assertion to the contrary. The plan avoids
cost shifting and the creation of stranded costs; envisions continued
nmonitoring and revisions to the provisions in the Mddel Delivery
Tariff; and provides that the level of reliability that has |ong been
mai ntained in the State of New Hanpshire will not be conprom sed.
ENG naintains that the plan provides that, when the tine is right
regionally and there is a workabl e capacity nmarket, New Hanpshire
will be poised to react very quickly.

M. Savoi e disputed the Marketers' statement that the
"LDCs continuously failed, after repeated requests, to provide the
Col | aborative with enough information to allow the Coll aborative to
calculate the true financial inpact to all LDCs if less than 100

percent mandatory capacity assignnent was allowed.” M. Savoie



DE 98-124 - 13-
mai ntains that ENG responded to their request and believes that they
were conpletely satisfied with the data provided to them although
they were not satisfied with ENG’'s indication that it was not
willing to go to below 100 percent mandatory capacity assignnent and
merely assunme reliability is maintained. Regarding the draft rules,
M. Savoie stated that they are only a starting point for a
rul emaki ng docket, and that the Marketers and other parties wll be
able to provide their input in that proceeding. M. Savoie maintains
that ENG ' s service has been very good, with a high | evel of
reliability, at a very reasonable cost, and it is not willing to
| ower the bar in order to create artificial savings to spur the
mar ket. Regarding the Marketers’ request that the Conm ssion,
i nstead of approving the Report, send the parties back to the
col | aborative process, M. Savoie stated that the only prudent thing
to do at this time would be to approve the Mddel Delivery Tariff,
nmonitor the regional and national devel opnents, and make changes as
appropri ate.
4. Comments of Comm ssion Staff

M. Egan testified that Staff supports a gradual nove
towards restructuring and conti nued observation of energing
devel opments in larger markets. M. Egan stated that, as noted in
t he RKM Report, New Hanpshire custoners are satisfied with the
current system and their LDCs, New Hanpshire is 47th in the nation in
ternms of a gas market, and actions taken here will not establish
nati onal or regional policies. Staff maintains that, currently, this

mar ket i s inexperienced, with uncertain benefits, especially as it
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relates to the smaller custoners, particularly the residential class.
Staff noted that a workable natural gas capacity market has yet to
emerge in New England, that there is a |lack of urgency to
restructure, and that New Hanpshire will have the opportunity to
observe | arger states in their efforts, w thout taking significant
risks. On the other hand, the RKM Report al so indicated that
custoners have an interest in conpetition and custoner choice.

Staff believes that mandatory capacity assignnent at this
time ensures reliability and elimnates the creation of stranded
costs. As for the Model Delivery Tariff, Staff stated that, if
approved by the Conmm ssion in this proceeding, it would not actually
establish a tariff for any particular utility at this time, but that
the individual utility tariffs would be filed, reviewed and approved
in accordance with Comm ssion rules. VWhile the Joint Signatories
provided a set of draft rules regarding registration and conduct of
conpetitive natural gas suppliers and aggregators as an attachnment to
the Report, they are just a starting point for the Conm ssion to open
a rul emaki ng proceeding, and all parties have reserved the right to
exam ne in greater detail all the specifics of those rules at that
time and nmake additional recommendati ons.

Finally, Staff noted that restructuring should occur
coincident with rate redesign, in order to send the correct pricing
signals to all customers. It is Staff’s understanding that even if
conpetition were not to nove forward in New Hanpshire, it would still
be appropriate to conduct a rate redesign proceeding and send the

proper price signals. However, it is inmportant, in the process of
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the rate redesign proceedi ng, anong other things, to nore carefully
identify delivery costs. Staff believes the inplenentation of
conpetition should be coincident with rate redesign, because as they
were designed in the previous case, Docket DE 95-121, the sales rates
and delivery rates are not equal and do not send the proper price
signals. Rate redesign, anmong other things, should correct that
inequity. Therefore, restructuring requires rate redesign.
5. Coments of the O fice of Consuner Advocate
M. Traumtestified that based on information provided to
t he Col | aborative, through discussions with other consunmer advocate
offices, and fromthe trade press, the OCA, in coordination with its
Advi sory Board, concluded that, at this tinme, customer choice would
not reduce bills to the residential class as a whole, custonmer choice
was nore likely to increase their bills due to cost shifting, and
service reliability mght suffer. The OCA interpreted the results of
the RKM Report to be that residential consunmers were overwhel m ngly
or very satisfied with their current service. Wthout the clear
prospect of significant bill reductions for residential custoners,
t he OCA concl uded, and the settlenent incorporates, excluding the
residential classes fromcustoner choice at this tinme, while
m ni m zing any cost shifting resulting from broadening choice within
the C& classes. By opening up custonmer choice to small comrerci al
custoners, the Commi ssion will get a better idea if suppliers may
pursue that |oad and simlarly the residential load in the future.
The OCA believes its concerns about the potential |ack of choice for

residential custoners were legitimzed by the Marketers' coments, in
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that they only referred to participation in natural gas markets
serving C& natural gas custoners in other jurisdictions. The OCA
supports the mandatory capacity assignnent aspects of the settlenent,
where the assignnent allocation was based on usage at conpany peak,
as the nost equitable way of sharing what the OCA views as being
potential stranded costs, while retaining today's high | evel of
reliability. Regarding rate redesign, the OCA supports that aspect
of the settlenent because it does not believe it can object to the
LDCs’ right to petition for redesign of their rates, even though, at
this time, the OCA does not necessarily agree that, as far as the
residential class is concerned, there is any need for rate redesign.

6. Comments of New Hanpshire Gas Corporation and New York
State Electric & Gas Corporation

NHGC/ NYSEG support the devel opnent of an unbundl ed
conpetitive environnment and a market characterized by many
sellers, including the LDC, offering a full range of services.
NHGC/ NYSEG general |y agree with the recomrendati ons contai ned
in the Report. Their witten comments were limted to two
i ssues: mandatory capacity assignnment and custonmer sw tching
rul es. NHGC/ NYSEG support mandatory capacity assignment as
crucial for an effective gas transportation programin order
to ensure that no dimnution in natural gas reliability
occurs, and that inequitable cost shifts be avoided in pursuit
of conpetition. Customers mgrating fromsales service to
delivery only service will be ensured that sufficient upstream

capacity is available to serve themduring the nost critical
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time periods, while LDCs and renmaining sales custoners wll
not be burdened with natural gas capacity costs associ ated
with mgrating custoners.

NHGC/ NYSEG mai ntain that the Marketers’ position

t hat mandatory capacity assignnment is an inpedinent to
conpetition is only due to their unwillingness to use the LDCs
upstream capacity at maxi mum Federal Energy Regul atory
Comm ssion (FERC) rates rather than di scounted capacity which
can be found at |lower rates in off-peak periods. NHGC/ NYSEG
mai ntai n that under a non-assi gnment environment, mgrating
delivery-only custoners strand capacity costs on renaining
sal es custonmers, creating an inequitable and inefficient
subsi dy. NHGC/ NYSEG al so request that the custonmer sw tching
rules be nmodified to allow a custonmer to switch from sal es
service to delivery-only service or fromone supplier to
another at a time other than the customer’s normal billing
cycle. NHGC/ NYSEG prefer to allow all customers to switch at
t he begi nning of each cal endar nonth. They propose that all
custonmers be allowed two (2) free switches per year with a

switching fee for additional voluntary sw tches.

7. Comments of the Governor’s O fice of Energy and
Communi ty Services

GOECS supports the Joint Signatories' recomendation to
make it feasible for all comrercial and industrial custoners to take
advant age of conpetitive gas supplies, if they so choose w thout

shifting costs to the residential class. GOECS maintains it is in
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the public interest to elimnate as many barriers as possibl e that
prevent C& natural gas custonmers fromtaking advantage of unbundl ed
gas delivery service, whether that service is on a stand-al one basis
or if it is part of a bundled energy service package. GOECS al so
supports the recommendation that the residential class should
continue to receive regul ated bundl ed service fromthe | ocal gas
utility until such time as conpetition is deened to be in the best
interest of that class. GOECS strongly supports the recomendati on
that the residential custoners should be guaranteed protection
agai nst any cost shifting that m ght otherwi se result fromthe
i ntroduction of retail conpetition in the comrercial and industrial
mar ket s.

The Col | aborative has recomended that unbundl ed service
for residential custonmers should be considered after the proposed
tariff changes, if they are approved by the Comm ssion, have been in
effect for the C& natural gas custoners for at |east one year. This
approach for the residential class seens reasonable to GOECS, and it
wi Il also provide an opportunity to assess the progress of
conpetition in the C& gas markets as well. GOECS agrees with the
Report that by standardizing the ternms and conditions under which
unbundl ed natural gas service is provided, conpetitive suppliers
should find it nore econom cal and attractive to do business in New
Hanpshi re.

GOECS further recommends that, where appropriate and
feasi bl e, the Comm ssion consider establishing consistent terns and

condi ti ons under which conpetitive suppliers provide both natural gas
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and electricity, including rules such as those that govern supplier
and aggregator registration, consunmer protection, supplier conduct
and standards of conduct applicable to utilities and their
affiliates. GOECS believes that such consistency should help foster
full and fair conpetition in New Hanpshire, and will be particularly
apt as nergers and acquisitions give rise to conpanies that are
operating in both gas and electric industries.

GOECS al so urged the Conm ssion to open a docket for the
pur pose of having interested parties explore and reconmend
opportunities for New Hanpshire's gas utilities to | everage the
experience and the infrastructure that exists throughout the
state and the region with respect to energy efficiency
prograns. Finally, GOECS indicated that although it has not
addressed certain public policy reconmmendati ons contained in
the Report, that failure should not be interpreted to convey
either its support for nor its opposition to those
reconmendati ons.

8. Coments of the Marketers

Al t hough the Marketers maintain their firmbelief in
the superiority of the coll aborative process over traditional
litigation, they assert, in their witten comments, that C&l
natural gas custoners will not have any expanded opportunities
to choose alternative suppliers once the Model Delivery Tariff
is inmplemented. The Marketers base this statenent on their

ext ensi ve C& nmarketplace experience in general, and in
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Massachusetts in particular, where mandatory capacity
assi gnment was i npl enent ed.

The Marketers aver that the current econonm cs of gas
mar keting are highly dependent upon a marketer’s ability to
obtain | ess costly pipeline capacity than the LDC is able to
utilize. The Marketers also assert that the LDCs’ obligation
to serve as Supplier of Last Resort conflicts with the needs
of the marketer. The Marketers maintain that markets w t hout
mandat ory capacity assignment have not experienced any
degradation of reliability or cost shifting. The Marketers
suggest the setting of limts or a phased approach to

voluntary capacity assignnment would allow markets to devel op.

The Marketers nmaintain that the LDCs were unwi | ling
to consider anything but 100% nmandatory capacity assi gnment
and failed, after repeated requests, to provide the
Col  aborative with sufficient information to cal cul ate the
financial inmpact to all custonmers of |ess than 100% nandat ory
capacity assignment. They also object to the LDCs recovery of
costs related to expanded custonmer choice from C& custoners.

The Marketers recommend the Conm ssion reject the
Report, and direct the Coll aborative to devel op an alternative
treat ment of pipeline capacity.

The Marketers further assert that the draft rules
pertinent to conpetitive natural gas suppliers and aggregators

are thensel ves a significant market barrier. The Marketers



DE 98- 124 -21-
suggest that had they continued in the coll aborative process,
the terms and conditions in the proposed Model Delivery Tariff
woul d be significantly different. They cite the consuner
protection requirenents as too extensive for C& custoners,
resulting in additional costs and difficulties; the Change of
Service rules as unnecessary for C& custoners; burdensone
Bill Disclosure Information; an inappropriate Notice of
Term nation of Service provision; the absence of dispute
resol ution procedures for marketer disputes with LDCs; and
excessive registration fees.

During the hearing, AGF, a limted intervenor,
mai ntai ned that it was not objecting to the Report nor to
mandat ory capacity assignnment if certain reporting protocols
were in place. Subsequent to the hearing, on May 12, 2000,
AGF informed the Commi ssion that it supports the coments and
recomendations filed by the Marketers, but in the event the
Comm ssi on did not adopt the recommendati ons of the Marketers,
AGF supported the alternative approach it presented. This
approach included requirenents that an LDC receive approval
fromthe Comm ssion before entering into any new or renewed
capacity contracts and the criteria for such Conm ssion
aut hori zation; and LDCs’ providing information to conpetitive
natural gas suppliers on a periodic basis sufficient for
determ nating the extent to which the LDC is able to mtigate

ot herwi se assi gnabl e pipeline costs through capacity rel ease.
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I11. COW SSI ON ANALYSI S

(1) New Hanpshire Gas Col | aborative Final Report
(Report)

We commend the parties who participated in the
Col | aborative Process. Their hard work and willingness to
attempt to resolve the many difficult issues that arise in the
transition to greater conpetition have greatly assisted the
Conmmi ssion in our deliberations on this matter. Wile we are
di sappoi nted that the Marketers chose to withdraw fromthe
process, we have taken into consideration the coments which
t hey have filed and encourage themto participate in any and
all future proceedings.

After consideration of the various comments filed by

the Joint Signatories and other interested persons, we wll

approve the Report. Not all parties agreed to the
recomrendations in the Report, and we will provide for
conti nued oversight of the process of liberalization of the

gas markets, including continued evaluation of the effects of
t he provisions to which the Marketers objected.

This Order will continue the novenent towards
conpetition originally initiated by our Order No. 20,950 in
Generic Investigation into Natural Gas Transportation Service
and Rates, 78 NH PUC 479 (1993), (Generic Investigation Order)
in which we first authorized natural gas transportation rates
for large industrial custoners. The Report here is consistent

wi th, and expands upon, the Generic Investigation Order and
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provi des for the next phase of unbundling and feasible
custonmer choice for all commercial and industrial custoners.
The continued evolution in market conditions and technol ogy
makes this possible.

As not ed above, the Conm ssion undertook a customer
survey regarding the introduction of further conpetition in
the natural gas industry. The RKM Report was instructive
regarding customers’ interest in, and expectations from gas
conpetition. The overwhelmng majority of residential
custonmers (93%, and nost commercial custoners (88%, appeared
to be satisfied with their LDC. At the sane tinme, the
overwhel m ng majority of residential custoners (83% and
commercial custonmers (90% said they either strongly or
noderately supported the introduction of conpetition in the
natural gas industry. The mpjority of residential (61% and
commercial custonmers (68% al so expressed average to high
interest in being able to choose a natural gas supplier.

On the other hand, |less than 35% of residenti al
customers, and 48% of commercial customers, said they woul d
probably or definitely switch today if they were able to do
so. Mire than half of the residential and comrerci al
custonmers said their current LDC should also be able to sell
directly to custoners. An overwhelm ng majority of
residential custoners (929 and commercial custonmers (87%
said that there should be a safety net service available to

custoners who do not switch natural gas suppliers.
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VWil e wi dely-publicized devel opments in the
conpetitive electricity markets in California m ght be
expected to have nmoved public opinion fromthe w despread
support of custonmer choice RKM found in 1999, it is hard to
bel i eve that those events woul d have so eroded support for
customer choice in New Hanpshire as to render the RKM findings
unusabl e today to i nform our decision to go forward in the
limted fashion recomended in the Report.

We believe the Report has appropriately taken the
survey results into consideration in crafting a proposal which
wi || nove unbundling and customer choice forward in a careful
and deliberate manner. By limting unbundling and custoner
choice to commercial and industrial custoners, and providing
for non-daily netered delivery service, we are providing those
custonmers with the opportunity to choose bundl ed or unbundl ed
service. This increnmental approach will also provide
addi ti onal experience by which to gauge whether and when to
provide sim | ar opportunities to residential custoners in a
st abl e and non-di sruptive manner.

As there were few areas of disagreenment between the
Joint Signatories and other Parties, we will discuss only
t hose areas of disagreenment bel ow.

(2) Mandatory Capacity Assignnment

As the Report noted, nmandatory capacity assignment

for custoners not already taking delivery-only service was the

nost contentious issue facing the Collaborative. W agree
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with the Joint Signatories that adoption of mandatory capacity
assignnment at this time will facilitate the pronpt
i npl enment ati on of expanded unbundl ed service w thout raising
concerns regarding cost shifting and systemreliability.
However, we recogni ze the concerns raised by the Marketers,
and will nonitor the devel opnment of secondary gas capacity
mar ket s, and the extension of LDCs’ firm capacity contracts,
as we proceed with the expansion of unbundling and custoner
choice options reflected in the Report.

The Marketers argue that nandatory capacity
assignnment per se will elimnate the possibility of custoner
choice. The marketers are correct in noting that the extent
of consuner choice of conpetitive supplier offerings has shown
a strong positive correlation to the adoption of voluntary
capacity assignnment by utilities and conm ssions. However, we
are not prepared to believe that marketers can bring
absolutely no added value to custonmers beyond the avoi dance of
firmtransportation capacity costs associated with capacity
purchases out of the LDCs’ current portfolios. W also agree
with ENG and NHGC/ NYSEG t hat vol untary capacity assignment
entails potential cost shifting between choosing custoners and
non- choosi ng custoners, and the risk of creating stranded firm
pi pel ine capacity costs. W are also m ndful of the concerns
rai sed by the Joint Signatories regarding the inpact on system
reliability of further reliance on secondary supplies by

m grating custoners.
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We recogni ze that, as the Marketers point out, |ess
expensive transportation costs are achievable through reliance
on secondary capacity for transportation of commopdity to the
city gate. We also take note of the Marketers’ contention
that reliability has not suffered in regions of the country
t hat have adopted voluntary capacity assignnent. However,
upstream gas capacity nmarkets are new enough that they have
not been tested under the full range of | oad and capacity
situations. Staff also comented that in many energing
unbundl i ng markets, there is significant excess capacity,
unli ke in New Engl and, where there are limted transport
options. As we nonitor the roll-out of the additional
customer choi ce made avail abl e under the ternms of the Report,
we will nmonitor the experience of other states and regions
where voluntary capacity allocation has been adopted, to
confirmthe extent to which systemreliability remains
unaf fected by greater proportions of |oad served under
secondary capacity arrangenents.

In addition to the concerns raised by some of the
Joint Signatories, we nust recognize the potential for the
energence of greater conpetition to bring with it greater
price volatility. A careful approach is also warranted by the
experience of other states, where conpetitive suppliers have
withdrawn fromthe market in the face of the increasing and

nore vol atile prices of the whol esale nmarket, and their
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custonmers have had to return to the |last resort service
provi ded by the LDCs.

Al so, recent growth in demand for gas in New Engl and
has put stress on the gas transport capacity in the Region.
The New Engl and | ndependent System Operator has recently
war ned that upgrades to capacity are needed to prevent
electricity shortfalls caused by the inability of merchant
generators relying on non-firmgas capacity contracts to
obtain supply under peak or seasonal conditions. Wile this
fact renders the cost-shifting/stranded cost potential of
voluntary capacity assignment |ess of a concern, it does in
turn suggest we should give due enphasis to the Report’s
observation that:

All parties agreed that voluntary capacity

assi gnnment presented concerns regarding reliability

of service that would need to be addressed in order
to expand the availability of unbundl ed service.”

(p. 10)

It is difficult to find a workabl e bal ance between
the concern for market creation on the one hand, and for
reliability, price stability, and the avoi dance of stranded
costs and cost shifts on the other. This is particularly so
with markets, such as the utility services we regul ate, that
are characterized by m xed conpetitive and nmonopoly functions.
The Marketers accuse the Joint Signatories of a basic m strust
of market economcs. |In considering the pace of introduction
of conpetition to traditionally nmonopoly services affected

with the public interest, the Comm ssion is obliged to take
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into account issues of reliability and volatility in essenti al
energy markets. A cautious approach, while not proceeding as
qui ckly or as radically as m ght be desirable, is necessary to
mai ntai n public confidence in the continued |iberalization of
t hese markets.

As Staff indicated, many of the LDCs’ existing
contracts are expiring or are near expiration. As we proceed
further with unbundling and choice, we will nonitor any new or
renewed capacity contracts entered into by the LDCs in the
future in order to mnimze or elimnate stranded costs,
shoul d some form of voluntary capacity assignnent becone
appropriate, e.g., as reliability issues are addressed and a
fully conpetitive upstream market develops. We will,
therefore, require Northern and ENG to notify the Comm ssion,
at least sixty (60) days in advance, of any intent to enter
into any new pipeline capacity contract or renewal of any
exi sting pipeline capacity contract for the purpose of
provi ding sales service. |In addition, we direct the Natural
Gas Col | aborative to investigate what informati on may be
provided to the Conm ssion, and interested parties, for the
pur pose of determ ning the extent to which the LDCs are able
to mtigate otherw se assignabl e pipeline costs through either

short termor long term capacity rel ease.
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(3) Model Delivery Tariff

The Report proposed adoption of a Mddel Delivery
Tariff to m nimze customer confusion and inplenmentation
problens. The Model Delivery Tariff includes the follow ng
types of service:

. Non-daily netered delivery service (not currently

avai |l abl e)

. Daily nmetered delivery service (currently avail abl e)
. LDC sal es service (traditional sales service

currently avail abl e)

. Peaki ng Service - suppliers, or customers acting as
their own suppliers, are required to purchase

Peaki ng Service fromthe LDC

Uni que operational characteristics of each LDC may
require themto file specific variations.

We find the Model Delivery Tariff provides a useful
| evel of standardization with regional and national standards
that will facilitate inplenmentation. |If nore states proceed
toward gas unbundling, the integration of the Moddel Delivery
Tariff with the LDC s existing ternms and conditions will allow
the LDCs and the Comm ssion to act quickly in the future to
expand unbundling if New Hanpshire determ nes to pursue this
course. See RSA 374:60.

Of course, utility rates, terns and conditions are
not carved in stone, and will be subject to continued

moni toring and revision as necessary. For exanple, the
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Mar ket ers suggest that had they continued in the collaborative
process, the terms and conditions in the proposed Mdel
Delivery Tariff would be significantly different. W do not
have on this record a clear statenent of the objections of the
Marketers to the details of the proposal. However, we invite
the Marketers to file proposed tariff changes for our
consideration, should it be necessary or desirable to make
amendnments to the Model Tariff as the inplenmentation of
further unbundling proceeds.
(4) Rul emaki ng Proceedi ngs

The Report including draft Conpetitive Natural Gas
Supplier and Aggregator Rules, and the Joint Signatories
recommended the Conm ssion initiate rul emaki ng proceedi ngs for
those rules and rules related to affiliate transactions in
order to foster full and fair conpetition. The Marketers
asserted that the rules, as proposed, presented a significant
mar ket barrier for a variety of reasons. NHGC/ NYSEG proposed
changes to the customer switching rules. GOECS recomended
t hat the Comm ssion consider establishing consistent ternms and
conditions for both natural gas and electric suppliers and
aggr egat ors.

As ENG noted, the draft rules are only a starting
poi nt for a rul emaki ng docket and that all parties will be
af f orded an opportunity to comment at that tinme. |In addition,
as the Report indicated, the Joint Signatories recognized that

the draft rules may need further revision and should only be
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considered a starting point. Therefore, there is no need in
this order for further discussion regarding the draft rules.
(5) Restructuring Costs
The Joint Signatories proposed that the LDCs defer
and recover restructuring costs through a surcharge to al
custoners eligible for transportation service, i.e. comrercial
and industrial customers, in a manner simlar to that
aut horized for electric utilities in the retail conpetition
pi |l ot program Order No. 22,033, Re Retail Conpetition Pil ot
Program 81 NH PUC 130, 145 (1996), states:
Reasonabl e i ncrenental costs, approved by the NHPUC, which
are directly related to serving Pilot custoners my be
recovered fromparticipants... A utility shall be
entitled to levy a surcharge on all custoners to recover
reasonabl e adm ni strative costs, approved by the NHPUC,
associ ated with the establishnment and inplenmentation of
the Pilot.
The Marketers strongly objected to the recovery of these
costs. They assert that such recovery would be tantamunt to
paying the LDCs to not inplenent choice.
This issue presents again a difficult issue of
bal ance and degree. Any cost necessary to devel op a market
structure, however reasonable, will put sone burden on the
ability of that market to deliver savings relative to the
status quo, even where, as here, the cost would not be borne
solely by those custonmers who in fact benefit by exercising an
option to seek a better supply arrangenment. And as these

mar kets are still maturing, there can be no ironclad guarantee

that an effectively conpetitive market will emerge rapidly
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fromthe structure the LDCs will devel op pursuant to the
Report we approved today.

We agree with the Joint Signatories that the
expenses of market devel opnment are a reasonabl e expense of
i mpl ementing further customer choice. W agree they should be
recovered fromthose custonmers affected by this order.
However, we are concerned about the | evel of expenses
estimated by the LDCs for this effort, particularly in |ight
of the Marketers’ forecasts of the limted benefits that can
be obtai ned under the market nodel adopted for the next phase
of market liberalization. Accordingly, we will direct
Northern and ENG to devel op a proposed market devel opnent
surcharge nmechani sm for recovery of this category of costs,
and caution the LDCs that we will carefully review the |evel
and reasonabl eness of the costs presented for recovery.

(6) Energy Efficiency Prograns

In its comments, GOECS urged the Comm ssion to open
a docket for the purpose of exploring opportunities to
| everage the experience and the infrastructure existing
t hroughout the state and the region with respect to energy
efficiency prograns. The Report also acknow edged t hat
further consideration may be appropriate. Since the hearing
in this docket, the Comm ssion issued Order No. 23,574
(Novenmber 1, 2000) in Docket DR 96-150, Electric Uility
Restructuring, which addressed energy efficiency issues as

they apply to New Hanpshire's jurisdictional electric
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utilities. In that Oder, we deferred the decision as to
whet her the Comm ssion should i npose the guidelines in the
order on New Hampshire's natural gas utilities. W observed
that, although Northern participated in the New Hanpshire
Energy Efficiency Wirking Goup's neetings, ENG did not.
Therefore, we afforded all parties the opportunity to coment

on the applicability of Order No. 23,574 on the gas utilities.

In an effort to avoid duplication of parties’
efforts, we will continue to address energy efficiency issues
for gas utilities in Docket DR 96-150 until such time that we
determ ne a separate docket is necessary. W thout
predet erm ni ng whet her such prograns are appropriate or cost
effective, we believe the continued exploration is a
wor t hwhi | e endeavor

Based upon the foregoing, it is hereby

ORDERED, that the New Hanpshire Gas Col | aborative Final
Report is ACCEPTED and APPROVED as specified in this Order;
and it is

FURTHER ORDERED, that all of Northern’s and ENG ' s
commercial and industrial custonmers not already taking
delivery-only service, currently known as transportation
service, or who do not have an application for such service
pendi ng, as of March 14, 2000, be eligible for custonmer choice

subj ect to mandatory capacity assignnent; and it is
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FURTHER ORDERED, that Northern and ENG custonmers
who migrated fromsales to delivery service prior to, or who
have an application for delivery service pending as of March
14, 20004 shall remmin exenpt from mandatory capacity
assi gnnment, unless or until such tine as they return to sal es
service; and it is

FURTHER ORDERED, that Northern and ENG custoners
who are not subject to mandatory capacity assignnment shall be
afforded the opportunity to el ect capacity through an “open
season” procedure to be established by the LDCs based on the
avai lability of capacity, as provided for in the Mdel
Delivery Tariff; and it is

FURTHER ORDERED, that Northern and ENG i ncorporate
the Model Delivery Tariff into their existing general tariffs,
and that to the extent the LDCs files specific variations in
certain cases in order to address conpany-specific situations,
such variations shall be identified, explained and supported
by prefiled direct testinony and exhibits filed at | east
ninety (90) days prior to the effective date for
i mpl ementation of restructuring; and it is

FURTHER ORDERED, that the Conm ssion’ s Consuner
Affairs Division, in conjunction with interested Natural Gas
Col | aborative participants, develop a custonmer education plan

for comrercial and industrial natural gas custoners; and it is

“The date of the Order of Notice establishing hearing dates in
this proceedi ng.



DE 98-124 - 35-

FURTHER ORDERED, that the Col | aborative review and
advi se the Conm ssion regardi ng adoption and i npl ementati on of
t he Massachusetts Gas Unbundling Col | aborative el ectronic
busi ness transaction (EBT) standards or such other EBT
st andards as namy be necessary and appropriate; and it is

FURTHER ORDERED, that six (6) nmonths prior to the
effective date of the new tariff provisions regarding delivery
service, the Natural Gas Coll aborative shall, anong other
t hings, inplenent the consunmer education program design and
test electronic data interchange prograns, and refine internal
capacity assignment and al gorithm procedures as necessary; and
it is

FURTHER ORDERED, that the date for inplenmentation of
restructuring shall be the subject of orders in Docket DG 00-
046, Northern Utilities, Inc., and Docket DG 00-063,
EnergyNorth Natural Gas, Inc. rate redesign proceedi ngs; and
it is

FURTHER ORDERED, that a rul emaki ng proceedi ng be
opened to adopt rules governing conpetitive natural gas
suppliers and aggregators utilizing the draft rules submtted
with the Report as the initial proposed rules; and it is

FURTHER ORDERED, that a rul emaki ng proceedi ng be
opened to adopt rules governing transactions between Northern
and ENG and their respective affiliates, and that the Natural
Gas Col |l aborative is directed to draft proposed rules

considering efforts in this regard in other states and in the
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el ectric industry in New Hanpshire, while also considering
circunstances relevant to the natural gas industry in New
Hanpshire; and it is

FURTHER ORDERED, that Northern and ENG file the
Schedul e of Adm nistrative Fees and Charges at | east ninety
(90) days prior to the effective date for inplenmentation of
restructuring; and it is

FURTHER ORDERED, that the information required for
Supplier Service Agreenents and Capacity Allocators shall be
filed by Northern and ENG at | east ninety (90) days prior to
the effective date for inplenentation of restructuring; and it
(S

FURTHER ORDERED, that Northern and ENGI are hereby
aut horized to defer and recover, subject to Conm ssion audit
and approval, the reasonable costs associated with
restructuring through a surcharge, limted at this tinme to al
comrerci al and industrial natural gas customers eligible for
delivery-only service and that the Natural Gas Col |l aborative
shall recomrend a recovery mechani sm and procedure under which
proposed charges shall be filed on an annual basis, subject to
revi ew and approval by the Conm ssion; and it is

FURTHER ORDERED, that the Natural Gas Coll aborative
shall investigate what information nay be provided to the
Comm ssion, and interested parties, for the purpose of

determ ning the extent to which the LDCs are able to mtigate
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ot herwi se assi gnabl e pipeline costs through either short term
or long termcapacity release; and it is

FURTHER ORDERED, that Northern and ENG shall each
notify the Comm ssion, at |east sixty (60) days in advance, of
any intent to enter into any new pipeline capacity contract or
renewal of any existing pipeline capacity contract for the
pur pose of providing sales service; and it is

FURTHER ORDERED, that the Executive Director provide
a copy of the Report and this Order to the Gas Utility
Restructuring Oversight Commttee established pursuant to RSA
374: 60.

By order of the Public Utilities Conm ssion of New

Hanmpshire this fifteenth day of March, 2001

Dougl as L. Patch Susan S. Gei ger
Comm ssi oner Conmm ssi oner

Attested by:

Thomas B. CGetz
Executive Director and Secretary
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DE 98-124
Gas Restructuring

Di ssenting Opinion of
Comm ssi oner Brockway

| believe it is premature to push for greater
deregulation in the retail gas industry. Instead, we should
wait to ensure that we can make retail electricity conpetition
wor k, before we proceed in the gas arena. |In particular, gas
i ndustry deregul ati on, even for the business cl asses of
custoners, could increase consunmer conplaints, decrease gas
reliability, and shift costs between customers. It is
unlikely to bring significant benefits to gas custoners,
particularly mediumto small businesses.

The | egi sl ature has not ordered us to pursue gas
deregul ation. W have not had the benefit of guidance from
the Gas Utility Restructuring Oversight Conmttee established
pursuant to RSA 374:60. Retail gas deregulation will not
| ower the very high whol esale prices that we have had to pass
t hrough in recent nonths. |In the case of gas deregul ation,

“if it ain"t broke, don't fix it.”

Ri sks of Cost Shift and/or Reduced System Reliability

In states where consuners have been able to switch

suppliers and have benefited fromthe switching, the benefits

appear to have conme largely fromshifting capacity costs to



DE 98-124 - 39-
non- shoppi ng custoners. The proposal of the Gas Col |l aborative
woul d prevent this unfair result in this New Hanpshire. |
appl aud the mpjority for approving the mandatory capacity
assi gnnment proposal in the Gas Restructuring Report.

Of course, without this unfair cost shifting, noving
forward is not likely to produce nmuch in the way of benefit to
consuners. The marketers have told us that they cannot
conpete unless their custonmers can get out from under the
utility’s cost of firmgas transportation capacity. For this
reason, gas deregulation will eventually mean nore reliance on
interruptible pipeline capacity. Further reliance on non-firm
gas transportation capacity may have sonme efficiency appeal,
but it likely comes at the expense of gas supply reliability
in the region.

Custonmers who mgrate to marketers, and take non-
firmsupply, could be in for an unpl easant surprise when
capacity is unavail able and they nmust switch fuels or close
down fromtime to time. The additional reliance on the
secondary market for gas transport could have unintended but
serious spill-over effects, as suggested by the report of the
New Engl and | ndependent System Operator, warning of
electricity shortages if gas transport capacity is not
upgr aded.

So, | agree with the majority that reliability must
remain a concern of the Comm ssion, and with the majority’s

intention to nonitor reliability as the gas restructuring
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experiment unfolds. But | prefer a structural solution - that
is, continuing to use bundl ed gas and hol ding off on
introducing further deregulation - to relying on unidentified
after-the-fact regulatory tools to correct a problem we can
antici pate today. We shoul d be careful not to expand the
extent to which retail custoners rely on sources of supply
t hat may appear reliable, but which may well turn out to be
less firm

Gas deregul ati on may not provide stable supplies to
consunmers who switch, even if the marketer chooses a firm
transport option. In sone of the states that have noved
aggressively on gas restructuring, nmarketers have recently
experienced financial difficulties. As wholesale gas prices
have risen, a nunber of marketers around the country have
abandoned their retail |oads, and hundreds of small consuners
have been thrown back onto the local distribution company
(LDC) for supply, often at higher prices. This in turn nakes
it hard for the utility, as supplier of last resort, to plan

efficiently to meet expected demands.

Consuner Conpl ai nt s/ Whol esal e Mar ket Probl ens

Meanwhi | e, conpetitive gas supply will likely bring
with it the entire range of consumer headaches that we have
seen in telephone conpetition. Georgia has seen sl anm ng
probl ens, where custonmers are switched against their will to

different suppliers. |In addition, some nerchant suppliers in
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CGeorgi a have delayed billing for custoners, causing confusion
and paynent problens for custoners.

Al so, the problens surfacing in the FERC-regul at ed
whol esal e el ectricity transm ssion and supply markets
(i ncludi ng gam ng, capacity w thholding, and the |like) suggest
that greater attention needs to be paid to the question of
whet her whol esal e gas markets can be nade fully conpetitive.
Mar ket s for network-based necessities have been severely
chal l enged in recent nonths. The California electricity
crisis, while nore extrene than the risks we now foresee in
the natural gas industry, does give pause when we consi der
nmovi ng ever |arger portions of firmsupply over to

mar ket - based suppli es.

If it ain"t broke, don't fix it

While the majority of consuners supported the right
to buy fromconpetitive suppliers, they did not express a
strong desire to switch suppliers thenmselves. The
overwhel m ng najority said they were happy with their current
supplier. W should not force a deregulation with potenti al
ri sks unl ess the broad range of consumers insists that gas
choice is a high priority. A likely consequence of gas
deregulation will be increased pressure to raise residential
and smal |l business rates, in order to bring |arge conmerci al
and industrial rates down and pronpte conpetition. Wiile to

sone extent this cost-shift may be necessary on grounds of
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cost-causation, we should not push for unnecessary gas
unbundl i ng, and then be surprised if small consuners’ rates
must rise sharply.

Finally, while gas unbundling cannot guarantee
benefits to consuners, the gas conpanies will be spending real
noney to inplenment the unbundling provisions ordered as a
result of today’s decision. For exanple, Northern Utilities
and Energy North have estimated it will cost about $200,000 to
i npl ement the Model Delivery Tariff. These estimtes do not
include costs for the rate design case, DC 00-046, which were
driven, at least in large part, by the desire to align rates
in preparation of gas restructuring. Two-hundred thousand
doll ars may not seem |li ke a great deal of noney, but given the
uncertainties about the benefits it will provide, we nust ask
if it is worth the candle.

G ven the uncertainties in the energy market-pl ace,
| believe we should defer consideration of greater gas
conpetition until we can be sure that all consunmers wll
benefit, and systemefficiency and reliability will not

suffer.
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| respectfully dissent.

Nancy Brockway
Comm ssi oner

March 15, 2001

Att est ed By:

Thomas B. Getz
Executive Director and Secretary



